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Abstract:

The primary objective of this study is to investigate the perception of users regarding to
availability, adequacy, relevance, and usefulness of information disclosed in the financcial reports of companies listed at the PSE. A survey methodology was employed where
a well-designed questionnaire was distributed to a selected sample of information users,
i.e. individual and institutional users, analysts, academicians, and intermediaries during
the period 1/8/2008 – 1/11/2008.
Results of the study demonstrated that the perception of users that reported information,
which is available is neither adequate nor relevant to investment decisions. In particular,
relevant information was not sufficient, as companies listed did not comply with minimmum disclosure requirements per international standards. In addition, it demonstrated
the incredibility and timeliness of information, which leads to a lack of information,
being impounded into prices consistent with Al-Fayoumi (2003) results.
Results of the study demonstrated that rejection of the Weak Form Efficient in this markket [Al-gareh (2001), Alfayoumi (2003), Abuzarour (2005), Abdel-Karim & Shaheen
(2009)] is due in part to the perception of users that reported information available is
not adequate or relevant to investment decisions. It also contributes to illiquidity, low
volume of trading, weakness confidence, and perceived risks of the market. Therefore,
the study presented a number of recommendations that may be helpful in improving
the efficiency of the PSE, which in turn increases its role in the Palestinian economy as
whole

* Corresponding author: y.shaheen@yahoo.com
Published by Arab Journals Platform, 2020

1

ebron University Research Journal-B (Humanities) - (???? ????? ?????? ??????- ? (?????? ?????????, Vol. 5 [2020], Iss. 2, Art. 1

The Perceived Usefulness..., Yasser Shaheen H.U.R.J., Vol.(5), No.(2): 283-307 , 2010

284

امللخ�ص

:

هدفت هذه الدرا�سة ب�شكل أ��سا�سي �إىل فح�ص مدى �إدراك امل�ستثمرين ألهمية البيانات املالية املف�صح عنها من قبل
ال�رشكات املدرجة يف �سوق فل�سطني أللوراق املالية ,من حيث وفرة البيانات املالية املف�صح عنها ،والكفاية واملالئمة
والفائدة ال�ستخدامها يف القرار اال�ستثماري من قبل امل�ستثمرين ،وفيما �إذا كان هنالك اختالف يف ا إلدراك أ
والهمية
للبيانات املف�صح عنها نتيجة اختالف اخل�صائ�ص الدميغرافية لعينة الدرا�سة .ا�ستخدم الباحث املنهج الو�صفي
ملنا�سبته هدف الدرا�سة ،حيث مت ا�ستخدام ا�ستبانه أ�عدت لهذا الغر�ض ,ووزعت على عينة من امل�ستثمرين أ
والكادمييني
والو�سطاء املاليني من م�ستخدمي البيانات املالية يف �سوق فل�سطني أللوراق املالية خالل الفرتة من (� )1/8/2008إىل
(.)1/11/2008
أ�كدت نتائج الدرا�سة على أ�ن البيانات املالية املف�صح عنها واملتوفرة غري كافية أ�و مالئمة التخاذ قرارات ا�ستثمارية
ر�شيدة ,ب�سبب عدم قدرة ال�رشكات املدرجة على االن�صياع ملتطلبات معايري ا إلف�صاح العاملية اجليدة ,با إل�ضافة �إىل خلل
يف م�صداقية وتوقيت ا إلف�صاح عنها ,مما أ�دى �إىل �ضعف يف جودة هذه البيانات ,وهو ما يتفق مع نتائج درا�سات �سابقة.
[(اجلراح  ( ،) 2001الفيومي  ( ،) 2003ابو زعرور  ( ،) 2005عبد الكرمي و�شاهني ]) 2009
كما أ�ن نتائج هذه الدرا�سة التي تدعم نتائج الدرا�سات التي أ�كدت عدم كفاءة ال�سوق على امل�ستوى ال�ضعيف ,لتعزو
ذلك �إىل عدم قدرة امل�ستثمرين على �إدراك فائدة البيانات املالية املف�صح عنها وقدرتهم على ا�ستخدامها يف اتخاذ قرارات
ا�ستثمارية ر�شيدة ,مما أ�دى �إىل �ضعف يف �سيولة ال�سوق ,وانخفا�ض يف أ�حجام التداول ,وبالتايل �ضعف يف ثقة امل�ستثمرين
بجدوى اال�ستثمار بال�سوق.
وبناء على ما تو�صلت �إلية الدرا�سة من نتائج ,فقد ر أ�ي الباحث أ�همية ت�ضمني هذه الدرا�سة ببع�ض االقرتاحات التي قد
ت�ساعد على حت�سني جودة ا إلف�صاح ,وكفاءة ال�سوق ,وبالتايل دعم ثقة امل�ستثمرين بجدوى اال�ستثمار يف �سوق فل�سطني
أللوراق املالية.
strike a deal and there is the problem
of information asymmetry in the consstantly evolving and improving securitties market, information discloser has
a necessary tool to reduce information
asymmetry between investors and the
management. Information is considered
as a communication tool among all effficient markets partners (Freedman and
Stagliano 2002).
The primary objective of capital markket research has been to assess whether
2

Introduction:
Information disclosure is essential for
the effective operation of the efficient
securities markets. In a market where
resources are not fully allocated, capittal providers (investors) need to seek
good opportunities to realize added
values on their capital while capital opeerators (companies listed in PSE) hopes
to attract enough capital for operation
so as to make profits. Once the two
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accounting data provide value-relevant
information to investors, incremental to
all other sources of publicly available
information. The information content
of accounting numbers is inferred from
changes in the level or in the variability
of stock prices and from changes in the
volume of security trades over a short
time period during which these data are
publicly released.
However, in the Arab region there is a
little empirical evidence on how financcial statement users assess risk. Indeed,
one prominent accounting researcher
recently noted, “because most extant
research focuses on effects of risk, not
on how investors assess risk, the studiies provide little explicit guidance about
which disclosures can aid investors in
assessing risk” (Schrand and Elliott
1998, 276). The purpose of this paper
is to provide evidence on how financial
statement users think about the risk of
financial items and to determine how
currently mandated risk disclosures afffect risk perception.
Availability, adequacy, and timeliness
of relevant information about marketaable securities are important for both
pricing efficiency and market confiddence. If investors are to make sound
judgments about the value of securities,
they should be fully informed of releevant facts. So information disclosure
is essential for the effective operation
of the efficient securities markets. Their
regulators are increasingly concerned
over the quality of both the financial
and non-financial information disclossure released by firms. For example, in
the year 2000, the International Organizzation of Securities Commissions (IOSPublished by Arab Journals Platform, 2020
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SCO) adopted the international disclossure standard for cross-border offerings
and initial listings.
A number of theoretical arguments
support the rejection of the efficient
markets hypothesis in many markets
because first the scarcity and uncerttain validity of corporate information,
the lack of auditing experience and the
weaknesses of regulations and disclossure requirements lead to truncated funddamental information. Second, in thinly
traded markets, the low level of comppetition and the subsequent dominance
of some players may allow individual
traders to set stock prices at levels signnificantly different from their intrinsic
value. Third, a number of structural and
institutional specificities such as the
fragmentation of capital markets and
the presence of political and economic
uncertainties may also account for depparture from efficiency, (Mobarek and
Keasey 2000)
1.1 The Case of Palestinian
Securities Exchange (PSE)
In Palestine, the emergence of the Paleestinian Securities Exchange (PSE), as
the foundation block of the Palestinian
economy, is committed to serving as an
efficient, modern and well-regulated
stock exchange to facilitate and maximmize the flow of long term investment
capital into the Palestinian economy.
The PSEC as a private sector is the entitty operating the Palestine Securities Excchange. It was established in 1995 with
a total capital of JD 2 million (US$ 2.8
million). The PSE commenced trading
activities in February 1997 with 8 listed
3
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companies and this has now grown to
34 with total capitalization approachiing US$1.8 billion, representing the
24,000 stock accounts opened since the
securities exchange was inaugurated. It
spans a wide range of sectors including
pharmaceuticals, utilities, telecommunnications, and financial services. (www.
p-s-e).
The PSE is critical to the success of
the country’s economic development.
Given the dispersal of the Palestinian
people and the concentration of perssonal wealth abroad, Palestine has a
special and urgent need for an effective
intermediary to facilitate and maximize
the repatriation of long term investment
capital to the economy. Due to the inaability of Palestinian expatriates to acttively manage or monitor their potential
equity investments in Palestine, they
require a vehicle for passive investmments, namely the public shareholding
company, perhaps more than any other
economy.
Palestinian economy needs to encouraage the formation of such companies in
order to broaden their ownership base
and to make them truly public in line
with global practices, whereby in the
politically charged environment of corpporate managerial failings, the value of
the regulatory changes may be as much
or more in the perceptions of investors
as in their market behavior. This is also
to protect their monitory stockholders;
this will enhance their ability to raise
financing from the public, and to faccilitate efficient, liquid and transparent
trading conditions for their securities.
Thus the need to establish a well-regullated capital market with strong and eff-

286

fective intermediaries linking together
the providers and the users of capital
came into being. This may lead to inccreasing the total equity capital availaable for each individual project and in
the economy as a whole.
If companies provide quality informattion then this may well induce the intereest of the public. Financial disclosure
procedures are weak, as is the role of
brokerage firms, and there is a little
public awareness about securities. All
these factors have weakened the liquidiity, volume of trading, limited the role
of the PSE to mobilizing financial ressources, and direct them towards prodductive investment, (MAS publications
2004). Also Al- Fayyoumi (2003) ressults show that prices volatility are not
explained directly by the flow of informmation. Investors in the PSE should
pay more attention to the fundamental
(financial) information in order to impprove the rationality of the decision
making process.
1.2 Problem of the study
The establishment of PSE has provided
public shareholdings with new opporttunities for financing at a time when
the banking credit offered to the privvate sector in Palestine is low due to
the banks conservative credit policies
(Sabri 2003).
In the case of Palestine, there is eviddence that the Palestine Securities
Exchange (PSE) is inefficient [(Alfayooumi (2003), Abuzarour (2005), Abddel-Karim & Shaheen (2009)] because
financial disclosure procedures are

https://digitalcommons.aaru.edu.jo/hujr_b/vol5/iss2/12
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weak, and there is a little public awarenness about securities (Mas Publicattions 2004). Also (Al-Fayyoumi 2003)
study found that Price volatility is not
explained directly by the flow of informmation, recommending that investors in
the PSE should pay more attention to
the fundamental information in order to
improve the rationality of the decision
making process.
It is believed that there is weakness in
disclosure, governance issues, and in
investment culture. So it is important
to assess the availability, adequacy and
relevance of information to investors.
Finally it is important to assess to what
extent investors perceived the usefulnness of such information in their investmment decisions.
1.3 Objectives of the study
This study seeks to achieve the followiing main objectives:
1.
To assess to which extent to
which users perceive information discclosed in the financial reports by comppanies listed in at the PSE as available,
adequate, and useful to their investment
decisions.
2.
To check whether the multigroups of investors have the same invvestment decision criteria within the
different characteristics (Qualification,
Experience, Industry, and Amount of
money invested).
3.
To draw policy recommendattions that may help effective developmment of the PSE, especially with regard
to the Palestinian Capital Market Autthority (PCMA), which was recently
established in the year 2005 by the Paleestinian Authority (PA).
Published by Arab Journals Platform, 2020
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1.4 Importance of the Study
The Palestinian Authority established
in February 2005 the Palestinian Capittal Market Authority (PCMA), accordiing to the Securities Law number 12
for the year 2004. The CMA is the sole
legal entity that is in charge of monitoriing the trading activities at the PSE as
well as the conduct of the listed compannies and the brokerage member firms.
Therefore, results of the study may
enhance disclosure, corporate governaance, and all investment culture.
Market inefficiency, and corporate
governance are the main issues that all
parties concerned with the Palestinian
economy and PSE particularly, consideered as the main problem of the PSE
capitalization growth and as a shallow
market (MAS publications 2004).
Finally, results of this study may help
to improve the disclosure requirement
in the PSE, increase the local investors
culture especially individuals, in how to
deal with the perception of disclosure
and in making informed investment
decisions, which is one of the main
problems that they face. The study inccludes recommendations to regulators
to promote the most effective and efficcient processes for the investors about
the perception and use of financial infformation, and therefore the efficient
market.
However, in the context of this market,
this is the first study that applies the survvey to test the perceived usefulness of
information for investment decisions.

5
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2. Literature Review and
Hypotheses Development

2.1 Financial Reporting Usefulness

The relationship between accounting
information and capital markets has
attracted considerable attention. It is
probably one of the most popular issues
in the finance and accounting literature.
The interest in this subject is legitimate,
given the generally accepted statement
that accounting figures are aimed at
providing investors with relevant informmation for their investment decisions.
Even if accounting data are used in
various contexts such as the contractiing process within the firm or between
the firm and its creditors and supplieers regarding capital markets they are
supposed to facilitate the prediction of
firms’ future cash flows and help investtors assess future securities’ risk and
returns.
Regarding this issue three types of ressearch are successively considered. (1)
Studies of the market reaction to the
release of new accounting information
that analyzes the stock price impact
of accounting disclosures in order to
determine whether these are useful to
market participants. (2) Studies of the
long-term association between stock
returns and accounting numbers, which
examine the extent to which the informmation conveyed by accounting figures
is consistent with that reflected in stock
prices. (3) Complementary studies devvoted to the use of accounting data by
investors and to the influence of market
considerations on accounting choices.
Al-Mubarak, F. (1997).

Extant accounting literature has well
documented the usefulness of accountiing earnings, book value and other
items in the financial reports both in the
U.S. as well as internationally, (Chen
2001). While most of these studies provvide evidence that the annual report is
an important source of information,
they generally also show low associattion between accounting numbers and
stock prices or returns. Any misleading
information contained in these statemments will lessen their importance;
consequently, it will affect the decision
of investment, which is considered as
an important and serious decision. This
requires the availability of information
at high degree of objectivity and accurracy (Zayoud and Keteem 2007).
Many previous studies have empiriccally established the usefulness of finnancial reports or other financial infformation by the statistical association
between the financial information and
stock prices or returns. (Hodge 2003)
suggests that survey based research
can complement the archival-based ressearch in that it gathers data on a multittude of individual beliefs and practices
to provide the underlying reasons for
investor behaviors.

https://digitalcommons.aaru.edu.jo/hujr_b/vol5/iss2/12
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2.2 Value of Relevant Information
The disclosure of relevant corporate
information is an essential element of
market-based monitoring of compannies. Disclosure and transparency indduce corporations to better protect invvestors, and thereby enhance investor
confidence in capital markets. For discclosure to be meaningful, it should be
timely, accurate, and informative. Any
activities that could act against the intterests of minority shareholders should
be disclosed. In relation to the reliabiliity of disclosed information, companies
should adopt internationally recognized
accounting, audit standards, and assure
the independence of the audit process.
Timely disclosure of accurate informattion on important firm-related matters
is crucial for the protection of sharehholders’ rights for two main reasons.
First, shareholders need to have access
to information about important matters
to make decisions that are in their intterests. Second, information disclosure
is crucial in preventing managers and
dominant shareholders from engaging
in activities that are illegal or are detrimmental to minority shareholders. Manaagers and dominant shareholders will
be more reluctant to undertake such
activities when they expect that sharehholders will find out about them and
may take action against them. Manageers and dominant shareholders will also
run the risk of violating laws when they
fail to disclose information about such
activities. (Syam 2003).
Disclosure has evolved from being
solely focused on financial information
Published by Arab Journals Platform, 2020
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excerpted predominantly from a firm’s
financial statements. Today, corporate
disclosure is utilized as a strategic tool
in risk assessment and the value creattion process. The emergence of compprehensive disclosure strategies that
encompass all aspects of a firm’s perfformance has resulted in a broadening
of both the scope and scale of the informmation released by firms.
Therefore, disclosure strategies, includiing environmental information are now
a key component of many firms’ investtor communication programs. This evollution in corporate practices appears to
be well founded since empirical findiings do suggest that an open disclosure
policy provides many benefits to a firm,
e.g., a lower cost of capital (financial
disclosure) and Social-environmental
disclosure. Finally, environmental repporting typically occupies a prominent
place within the scope of a firm’s discclosure strategy (Cormier and Magnan
2003).
In the Arab countries, many studies
have dealt with this issue. In Jordan,
(Abu-Nassar and Rutherford 1996), for
example, undertook a study to discover
the view of external users of annual
corporate reports. They targeted diffferent groups of external users, namely
individual shareholders, institutional
shareholders, bank loan officers, stockbbrokers, and academics, in terms of
the usage of the annual report, finding
that bank loan officers to be the heavieest users of the annual reports in Jorddan, while individual shareholders and
academics where found to be the least.
They also found the income statement
and balance sheet to be the most widely
7
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read parts of the annual corporate report
by all the users.
In Saudi Arabia, Al-Mubarak, (1997)
for instance, confirmed that the annual
corporate report is the primary source
of corporate information and their findiings are in line with those found in devveloped countries. Reports that the vast
majority of respondents in his survey
indicated that investors read the annual
reports and that the profit and loss acccount was the most important part of
the annual report, focusing on what is
important to Saudi investors.
In the literature of Palestine securities
exchange, to the best of our knowledge,
there are few literature studies that deal
with this issue. (Al-Gareh. B. 2001), in
an MA dissertation, tested empirically
the PSE daily price index using multtivariate methodology, and concluded
that the market rejecting the RWH on
the weak form efficiency.
Al-Fayyoumi (2003) also tested the
informational efficiency by testing the
relationship between trading volume
and stock-price volatility. He found that
price volatility is not explained directly
by the flow of information. Mixture of
Distributions Hypothesis (MDH) is not
relevant in the PSE. He concluded that:
1- Price volatility is not explained dirrectly by the flow of information.
2- Investors in the PSE should pay more
attention to the fundamental (financial)
information in order to improve the rattionality of the decision making proceess.
Abde-Karim & Shaheen (2009), Abuzzarour (2005) using the variance ratio
test developed by Lo and Mackinlay
1988, and the nonparametric runs test

290

examined the effect of non-trading on
market efficiency in Palestine, which
is typically characterized by low liqquidity, thin trading, and possibly less
well informed investors with access to
unreliable information and consideraable volatility, using the Miller, Muthuuswamy, and Whaley (1994) approach
to estimate the true underlying index.
They concluded that the market is an
inefficient weak form.
In the Palestinian context, financial discclosure procedures are weak, and there
is little public awareness about securitties, poor investment culture, poor acccounting and auditing procedures. All
these factors have weakened the liqquidity, volume of trading, limited the
role of the PSE to mobilizing financial
resources, and directing them towards
productive investment (Mas Publicattions 2004). However, there are no
studies that investigate the investor’s
behavior, and the perception towards
information usefulness.
2.3 Study Hypotheses
Our study aims to assess the availabiliity, adequacy, the perceived usefulness
of information for investment decision,
and failure of the price to reflect informmation. Information may not be free or
reliable or investors may not be able to
process it.
To facilitate our analysis, the following
hypotheses were developed and were
stated in their null form as follow:
H01: Users perceive the information
disclosed by the companies listed in the
PSE as available, adequate, and useful.

https://digitalcommons.aaru.edu.jo/hujr_b/vol5/iss2/12
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H02: There are no statistical significant
differences among the multi users percception of information, within their diffferent characteristics.
3 Methodology
A questionnaire survey was designed,
and respondents where asked to determmine the degree of the importance of
each information item using Likerttype five scales, where (1) referred to
strongly disagree, and (5) to strongly
agree, and the questionnaire items were
tested statistically to fulfill our research
objective.
In order to list items of the informattion users, an extensive review of releevant literature was undertaken [e.g.
Abu-Nassar and Rutherford (1996),
Ba-owaidan, M. (1994), Mangena, M.
and Kinman (2003), Al-Zyoud, (2007)]
to ensure that no important point was
omitted. Drawing on the literature and
considering the Palestinians environmment, ten companies (included in the
index) listed in the PSE as institutional
investors and information providers,
and five groups as external users of corpporate interim reports were identified
as:

Published by Arab Journals Platform, 2020
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(1) Individual investors.
(2) Institutional investors.
(3) Stock Brokers.
(4) Academics.
(5) Creditors (Bank loan officers).
The target groups were asked to express
their opinions and to report on fivepoint scale in items of very important to
not at all important or strongly agree to
strongly disagree. Before distribution,
the questionnaire was pre-tested during
a pilot interview with individuals compprising both academics and practitioneers. All of our pilot interviewees either
researched this area to some extent or
were aware of the financial reporting
practices in Palestinian companies.
Each was asked to respond critically
on any aspect of the design of the questtionnaire. Their comments proved invvaluable in improving the content of
the questionnaire.
3.1 Survey Sample
The sample contains all seven Stock
Brokers in Palestine, financial analysts,
Bank loan officers, and academics conccerned with this issue, in addition to a
random sample of the individual and
institutional investors in the PSE. The
sample was a bout (250) respondent.
See the following table (1-1).

9
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Table (11-): Groups and questionnaire response rates
Subject-groups
Individual investors
Institutional investors
Bank loan officers
Stock Brokers
Academics
Total response rate

3.2

Distributed
180
30
20
7
13
250

Survey Statistical Tests

Univariate analysis: symbolizes the
procedure of considering variables inddividually. The main objective of univvariate analysis is to summarize the
data in a form permitting the reader
to gain a feeling of the distribution of
data over the possible range. Two areas
dominate univariate analysis. They are
measuring central tendency (e.g. mean
and median) and measuring the disperssion (e.g. standard deviation). The test
is concerned with locating the area
where most of the data points are conccentrated. The other is concerned with
showing how different data points are
spread in the possible range.
When the question is about ranking
something such as the importance of
the different sections in corporate intterim reports, we calculate the Kendal’s
Coefficient of Concordance for each
group of respondents and for the sampple as a whole. This coefficient, known
as W, quantifies the amount of agreemment among the members of a group

Received
124
25
14
7
10
180

Response-Rate
69%
83%
70%
100%
77%
72%

regarding their evaluation of a set of
items (Huck and Cormier, 1996, p. 82).
The value of the coefficient, known
as W, varies from zero where there is
no agreement among the respondents
to one where there is total consensus
among the respondents.
Bivariate and multivariate analysis:
The objective is to test whether there
is a significant statistical difference
between the different users groups, as
the number of groups in this research
is five. These can, therefore, be anallyzed in pairs or collectively because
each group has a different number of
cases. The groups are independent of
each other and their perceptions were
measured on an ordinal scale. In addittion, since there are more than two inddependent groups, the appropriate nonparametric statistical test could be used
is the Kruskal-Wallis one-way analyssis of variance by ranks, commonly
called the Kruskal-Wallis H test, to test
whether the different independent sampples under consideration come from the
same or identical populations.
The rejection of the null hypothesis

https://digitalcommons.aaru.edu.jo/hujr_b/vol5/iss2/12
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(within any specified) means that there
is a significant difference between at
least one pair of the groups considered
in the test. This test, however, cannnot determine which pair, or pairs, of
groups have the significant differences
to do that. A post hoc analysis needs to
be performed in each pair of groups.
4. Assessing the availablility,
adequacy, and the Perceived
usefulness of Information
H01: Users perceive the information
disclosed in the financial reports of the
companies listed in the PSE as availaable, adequate, and useful.
4.1 Descriptive Statistics of the Sampple
Part one of the questionnaire as demoonstrated in Table (4-1) asked the
respondents to provide information
concerning their qualification, experieence, their primary industry focus, and
amount of money invested, in order to
help the analysis of the questionnaire
responses.
Results reveal that users groups hold at
least a professional qualification, with
4.44% PhD degree, 7.78% Masters Deggree, 36.68% first degree, and 51.1%
other qualifications. In terms of experrience, 4.44% had less than one year
experience, 38.90% had 1-5 years of
experience, 42,20% had 6-10 years of
experience in investment analysis, and
14.46% of the investment analysts indiccated that they had more than 10 year’s
investment analysis experience.
With respect to industry focus, 56%
indicated that they have a number of
industry sectors. The majority were
interested in investing in the PALTEL
Published by Arab Journals Platform, 2020
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as a telecommunication sector, and PADDECO, as an investment sector. They
are the more active training persons in
the market.
In terms of amount of money invested
10% nothing, 15% less than 10.000 US
Dollar, 21.11% between 10.000-24.999,
22.22%
between
25.000-49.999,
14.44% between 50.000-99.999, and
17.23% invested more than 100.000 US
dollars. Finally, only 21% of investors
were interested to increase their amount
of money invested. In fact, this opinion
reflects the existance of political condittions and economical situations of unccertainties now.
Part two of the questionnaires Table (42) also shows that investors pay more
attention to the speculative gains as
their first goal, investment opportunitties because of the limit of other investmment opportunities in Palestine, steady
income as the third goal, and safety of
capital as the last. When attention is
turned to the kind of analysis they used,
the political analysis was the only signnificant as calculated by the KruskalWallis significant level KWLS (0,032).
Other analysis tools were ranked as
following no analysis just imitatating.
Other investors, technical, fundamenttal, macroeconomic, and statistical
analysis were the last. Results indicate
that many investors do not know any
kind of analysis, they just imitate other
investors. This indicates that many invvestors in the market are of poor investmment culture.
Information users mentioned that corpporate financial reports and the PSE
market statistics are the most significcant items as a source of information
11
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for their investment decision. Other
sources are ranked as: direct informattion from the company, market rumors,
investors own analysis, advice of speccialists, and finally advice of stockbrokkers. Results indicate that investors in
Table (4- 1):
kind of users
Individual investor
Institutional investor
Creditors (bank loan offficers)
Stockbrokers
Academics
Total
Users by Qualification
PhD degree
Master’s degree
BA, First degree
Professional qualification
Total
Users By Experience
Less than 1 year
1-5 Years
6-10 Years
Above 10 Years
Total
Investors By Industry Focus
Telecommunications
Insurance companies
Banks
Investment Management
Companies
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the market relay heavily on direct infformation from the companies managemment and rumors. This means that poor
quality of investment culture and especcially in financial analysis, exists in the
Palestinian environment.

Sample Description

Number of Observations
124
25
14

Percentage (%)
of Total Sample
68.88%
13.89%
7.78%

7
10
180

3.90%
5.55%
100%

8
14
66
92
180

4.44%
7.78%
36.68%
51.10%
100%

8
70
76
26
180

4.44%
38.90%
42.20%
14.46%
100%

108
36
58
126

66.60%
22.22%
35.80%
77.78%

https://digitalcommons.aaru.edu.jo/hujr_b/vol5/iss2/12
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Services
Industrial
Total = 180
Amount of Money Invested in $
Nothing
Less than 10,000
Between 10,000 – 24,999
Between 25,000 – 49,999
Between 50,000 – 99,999
More than 100,000
Total
Table (4--2):
Item
Investors Goals
Safety of Capital
Steady income
Speculative gains
Investment opportunity
Kind of Analysis
Political analysis
Macroeconomic analysis.
Technical analysis
Fundamental (Financial)
analysis.
Statistical analysis.
No Analysis, imitation
other investors
Sources of information.
PSE Market statistics
Corporate financial reports
Advice of investment serviices (Specialists).
Published by Arab Journals Platform, 2020
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88
102

54.32%
62,96%

18
27
38
40
26
31
180

10.00%
15.00%
21.11%
22.22%
14.44%
17.23%
100%

Sample Description

Mean

Std. Dev.

Overall
Rank

KWSL
Sig.

2.65
4.02
4.42
4.15

0.31
0.38
0.36
0.38

4
3
1
2

0.112
0.060
0.375
0.115

4.80
3.38
4.04
3.18

0.32
0.34
0.38
0.49

1
4
2
5

0.032**
0.805
0.745
0.640

2.15
3.47

0.68
0.62

6
3

0.980
0.375

4.15
4.22
2.81

0.44
0.28
0.82

2
1
6

0.355
0.048**
0.320
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Advice of stockbrokers
Direct information from the
company
Investors own analysis
Market rumors, and adages

296

2.18
4.02

0.92
0.73

7
3

0.940
0.116

3.61
3.86

0.62
0.68

5
4

0.380
0..872

4.2 Results of Assessing the
Perceived Usefulness of Information.
This study aimed to asses whether invvestors in the PSE market evaluate the
importance of such information discclosed as relevant for their investment
decision process.
Results, outlined in Table (4-3) show
that when asking the external users of
information about the readership of the
corporate financial reports, users atttached a higher level of importance to
the profit and loss statement, balance
sheet, cash flow statement, statement of
shareholders equity, management commmentary, and footnotes to the financial
statements being significant. The audittor’s reports were not significant. These
results are consistent with other results
of studies in the Arab region. Informattion users considered these financial
reports as the primary source of infformation needed to make investment
decisions. The auditors report was the
only insignificant report.
These results reflect the traditional opiniion of all users consistent with results
of previous studies, especially in the
Arab region. Financial statements are
considered as the main simple source of
information that external users evaluate
and use to make informed investment
decisions.

According to the quality of information,
all users considered the timeliness and
availability of information as important.
Other quality items as: credibility, easy
access, independence, and understandabbility are important for their investment
decisions. Information users evaluated
the company’s level of disclosure as
poor and weak. These results reflect the
weak of the information quantity and
quality that companies listed in the PSE
market disclosed. Companies should
comply with the minimum international
disclosure requirements and timeliness
of disclosing process.
When external users were asked about
the level of information contained in
the financial statements that companies
disclosed, results of the study See Tabble (4-3) show that information users’
considered the income statement, balaance sheet, and cash flow statements
sections are adequate with mean>3
although KWSL value was not signnificant for all sections of the financial
statements, which reflects that the users
considered the level of information discclosed by companies as not adequate in
quality. Users hope to have additional
information by companies regarding to
relevance and sufficiency to help them
in making informed investment decissions.
In Table (4-4), the respondents were

https://digitalcommons.aaru.edu.jo/hujr_b/vol5/iss2/12
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asked to indicate the degree of usefulnness of information related to compparison between companies. Primary
information for investment decision,
evaluating company’s performance
over the time, monitoring their investmment, predicting earning per share and
liquidity were the most useful informattion.
Another important point to note is
that investors considered information
is related to risk, and investment oppportunity, as the most important of
non-traditional financial information.
Competition position, industry sector
sustainability, and corporate strategy
were important items of non-financial
information.
A list of items required by the Internattional Accounting Standards and from
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the relevant previous studies that are exppected to appear in the financial reports
of any Palestinian company formed a
part of the questionnaire. The respondeents were then invited to express the deggree of importance they attach to each
of these items using a Likert-type scale,
where (1) referred to not important, and
(5), to very important.
The results within all financial reports
users are also summarized in Table (44). Net income, share price growth, net
cash flow, sales revenue amount, and
amount of current liabilities were probaably the most important items that users
argue for. Finally, all investors argue
that more quantity and quality of items
disclosed by the companies listed in the
market could create a fair stock price
value.

Table (4 - 3): Users’ Perception of Information
Readership of the corporate reports

Mean

Balance sheet
Profit and loss statement
Cash flow statement
Footnotes to the financial statements
Statement of shareholders equity
Management commentary
Auditors report
Information quality
Timeliness
Availability of specific information
Understandability
Credibility
Adequacy

4.58
4.72
4.12
3.08
3.34
3.18
2.82

Std.
Dev.
0.49
0.38
0.62
0.92
0.68
0.72
1.12

2.32
2.88
3.88
3.35
3.02

0.31
0.38
0.52
0.24
0.38

Published by Arab Journals Platform, 2020

Overall KWSL
Rank
Sig
2
0.000**
1
0.000**
3
0.040**
6
0.121
4
0.121
5
0.140
7
0.460
1
2
6
4
3

0.042**
0.056
0.496
0.225
0.186
15

ebron University Research Journal-B (Humanities) - (???? ????? ?????? ??????- ? (?????? ?????????, Vol. 5 [2020], Iss. 2, Art. 1

The Perceived Usefulness..., Yasser Shaheen H.U.R.J., Vol.(5), No.(2): 283-307 , 2010
Relevancy
Level of disclosure by companies
In Management Commentary Section
In Income Statement section
In Balance Sheet Section
In Cash Flow Statement Section
In Segmental Information Section
In Accounting Policies and Notes
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3.40

0.36

5

0.325

3.22
4.23
4.18
3.62
3.08
2.14

0.76
0.58
0.72
0.52
0.84
0.74

4
1
2
3
5
6

0.640
0.211
0.221
0.240
0.860
0.822

Table (4--4): Users’ Perception on Usefulness of Information Items
Usefulness of information

Mean

Std.
Dev.

Overaall
Rank
2

Primary information for investment decis4.13
0.42
sion
Monitor their investment
3.86
0.64
4
Earning per share prediction
3.61
0.79
5
Assessing liquidity of the company
3.07
0.86
6
Future dividend prediction
3.04
0.97
7
Evaluating performance over the time
4.08
0.80
3
Comparison between companies
4.46
0.28
1
Importance of Non Traditional Information
Information related to risk
4.62
0.24
1
Business opportunity
4.32
0.32
2
Social responsibility information
2.38
0.62
4
Market regulation
3.16
0.35
3
Importance of Non Financial Information
Execution of corporate strategy
4.63
1.02
3
Corporate product or service creation
4.52
0.84
5
Kind of management, especially directors. 4.46
0.62
6
Customer Satisfaction
4.32
0.75
9
Indication of employee morale and satisf3.56
0.98
14
faction

https://digitalcommons.aaru.edu.jo/hujr_b/vol5/iss2/12
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Sig.
0.236
0.374
0.905
0.100
0.960
0.152
0.025**
0.045**
0.428
0.488
0.820
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Quality of processes
4.24
0.78
Environmental & social policies
4.20
0.68
Industrial sector sustainability
4.72
0.71
Organizational and functional structure
4.08
0.88
Corporate governance
4.39
0.80
Company profile
3.16
0.84
Competitor position
4.78
0.68
Quality of published materials
4.46
0.82
Voluntary disclosure
4.60
0.80
Disclosure by the website
4.12
0.72
Financial Reports, Items
Net cash flow
4.63
0.86
Gross and disaggregated value of current
4.48
0.79
liabilities.
Gross and disaggregated amount of shareh- 3.98
1.04
holders equity.
Capital structure
3.98
0.86
Share price growth
4.60
0.70
Strategies of profit
3.36
1.17
Current research and development exp3.14
0.87
penditure
Sales revenue amount
4.61
0.66
Dividend per share for the period
3.34
1.07
Sales growth expected
3.88
0.97
Gross and disaggregated value of current
3.88
0.82
assets
Discussion of results with reasons for
3.28
0.84
changes
Number and amount of authorized and
3.22
1.27
issued shares
Overall financing costs
3.28
0.69
Net assets book value
3.26
0.84
Money resources and uses
3.86
0.80
Description of the company main product 3.85
1.04
or services.
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10
11
2
13
8
15
1
6
4
12
3
5
16
16
2
28
36
4
29
18
18
30
33
30
32
20
21

17

ebron University Research Journal-B (Humanities) - (???? ????? ?????? ??????- ? (?????? ?????????, Vol. 5 [2020], Iss. 2, Art. 1

The Perceived Usefulness..., Yasser Shaheen H.U.R.J., Vol.(5), No.(2): 283-307 , 2010
Inventories value and method used to
determine the cost of (e.g. LIFO, FIFO).
Working capital expenditure last five year
Discussion of increase or decrease of
expenditure
Discussion of increase or decrease of
revenues.
Expenditure on advertising and publicity
for the past years
Discussion of financial strength of the
company
Breakdown of borrowings (e.g. lending
institution, date of maturity, security).
Information relating to investments (e.g.
names, percentage, ownership).
Summary of net sales for at least the most
recent five years.
Current market value of quoted investmments.
Revenue recognition method
Future economic outlook of the company.
Breakdown of sales revenue by major
product line, class of customer and geoggraphical location.
Expenditure on human resources (e.g.
training, welfare facilities).
Basis of accounting methods used, and
any change.
Discussion of the major factors likely
influence following year’s results.
Analysis of sales revenue and earnings
attributable to foreign operations.
Information relating to subsidiaries (e.g.
names, addresses, percentage ownership).
Forecast of following year’s profits.
Number and type of ordinary shareholders
(e.g. institutions, individuals).

https://digitalcommons.aaru.edu.jo/hujr_b/vol5/iss2/12

300

2.92

0.95

40

3.75
4.20

1.02
0.86

22
8

4.24

0.69

7

3.06

1.02

39

3.68

1.10

23

3.18

1.07

34

4.28

0.81

6

4.20

0.64

8

4.15

0.82

10

3.66
3.60
4.14

0.87
0.93
0.79

24
25
11

3.08

0.72

38

3.12

1.08

37

3.54

0.94

26

4.11

0.63

12

4.08

0.95

13

3.50
4.03

1.03
0.75

27
15
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Information relating to past five balance
sheet events.
Net income
Total public and management expenditure
4.3

Differential Analysis

H02: There are no statistical significcant differences among the multi users
perception of information, within their
different characteristics.
In order to determine whether the percceptions of investment analysts on the
importance of the information discclosed in the financial reports differ
with qualification, experience, industry
focus, and amount of money invested,
the Kruskal-Wallis test (non-parametric
statistics) was conducted. Table (4-5)
below reports the results of the tests on
the importance of the different parts of
the interim reports.
The results suggest that there are signnificant differences on ratings of items
of disclosure based on the qualificattions and experience of the investment
analysts for income statement, balance
sheet, and cash flow statement (at the
5% significance levels). However, there
are no significant differences for the
segmental information, management
commentary and accounting policies
and notes, suggesting that the level of
qualification and experience of the anallyst does not lead to differences in the
perception of these items.
It is difficult to speculate why the qualiffication and experience of the users
lead to differences in the perception
of the importance on the balance sheet
Published by Arab Journals Platform, 2020
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4.07

0.91

14

4.70
3.15

0.65
0.99

1
35

and cash flow statement of the financial
report. However, one possible explanattion could be the field in which an inddividual analyst is qualified. For exampple, an investment analyst who holds
finance and or accounting qualification
could perceive information differently
from one with an engineering qualificcation. Chen, ( 2001) grouped the resspondents into those with training in
finance and accounting and those with
no such training and found differences
in the way the two groups perceived the
annual report.
With respect to industry focus and
amount of money invested, no significcant differences were found to exist
concerning the importance of the diffferent parts of the financial reports,
although there is little impact within
investors amount of money invested.
These results suggest that both variabbles have little or no impact on the percceived importance of the items of discclosure in the financial reports. Results
for the industry focus might be affected
by the large representation of investors
who focus on various industries (geneeralists).

19

ebron University Research Journal-B (Humanities) - (???? ????? ?????? ??????- ? (?????? ?????????, Vol. 5 [2020], Iss. 2, Art. 1

The Perceived Usefulness..., Yasser Shaheen H.U.R.J., Vol.(5), No.(2): 283-307 , 2010

302

Table (4 -5): Kruskal-Wallis Tests of Kind of Disclosure Within User
Parts of Financial Repports
Management Commenttary Section
Items in Income Statemment section
Items in Balance Sheet
Section
Items in Cash Flow
Statement
Segmental Information
Section
Accounting policies and
Notes
** Significant at 5% level.

Qualificattion
Chi Square
4.602

Experience

Industry

10.860**

8.280**

4.670

6.232

10.532**

8.015**

3.432

6.144

8.016**

3.420

2.640

4.882

4.820

2.325

1.115

2.760

3.624

0.885

0.685

1.516

5. Summary of Results
•
The main purpose of this study
is to provide empirical evidence on
the availability, adequacy, and the percceived usefulness of the various aspects
of corporate information to Palestine
information users. Consequently, five
user groups were surveyed: individual
and institutional investors, bank credit
officers, academics, and stock market
brokers. A questionnaire was forwarded
to 250 information users selected from
multi groups; one hundred and eighty
usable responses were received, repressenting a response rate of 72%.
The findings which were regarded as
the most important by users are similar
to those of (Abdelsalam 1990), whose

Amount
of Money
Chi Square Chi Square Chi Square
1.642
1.236
4.635

surveys were based in Saudi Arabia.
It is also consistent with the findings
of Abu-Nassar and Rutherford (1996)
who surveyed multiple groups of users
of Jordanian annual corporate reports.
In comparison with previous research
efforts elsewhere in the Arab region,
this study found that the income statemment, balance sheet, and the cash flow
statement, are likely to be the most impportant sections of the financial reports
to most of the Palestine users groups.
The auditor report and accounting policcies are found to be the least popular.
Unlike user groups in the developed
economies, the Palestinian user groups
obtain information directly from the
company and place some importance
on the market rumors and adages.
These findings confirm that, even at the
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financial reporting stage, analysts focus
on the key profit, balance sheet, and
cash flow performance measures in arrriving at their investment recommendattions and decisions. Findings are reinfforced by the fact that when looking at
major sections of the financial reports,
analysts rank the income statement,
balance sheet and Cash Flow Statement
very highly.
In addition, the financial statements
section was ranked somewhat more
highly than other sections like the audditor report. Indeed, it seems that anallysts are particularly interested in delviing behind the balance sheet numbers,
since they rank management’s discusssion of both changes in capital structure
and balance sheet position more highly
than any other balance sheet figures
themselves. The auditor report and acccounting policies are ranked very low.
This is indicative perhaps of a relattively greater concern by analysts with
relevance of financial information than
with reliability.
The results indicate that there were variiations in the perceptions of informattion users of the importance of disclossure items. Statistical tests indicate that
the level of education, and experience
seem to cause differences in the percceived importance of items in the profit
and loss, balance sheet, and cash flow
statement.
The analysts and academics revealed
that external users of corporate informmation in Palestine prefer to extract
information by rumors, and directly
from the company, whether through the
published annual and financial reports,
or through direct contact with the compPublished by Arab Journals Platform, 2020
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pany itself. This reflects both the nature
of Palestinian business and Palestinian
social environment, where companies
are mainly limited to family and small
population. This is expected to develop
a close relationship between companies
and investors.
The user groups considered timeliness
availability and credibility of relevant
information as the most important feattures of useful corporate information.
The users however attached less importtance to independence verification and
the specific information as contributing
features to the usefulness of corporate
information. This might emphasize the
previous result: in the Palestine users
can enjoy the privilege of directly conttacting the company and rumors to reqquest specific information.
As far as the issue of credibility and
importance of different parts of the corpporate annual report are concerned, the
respondents made it clear that they had
full confidence in all sections contained
in the financial report. They believe finnancial statements to be the most crediible and important part of the report.
This result might reflect the Arab cultture in general; financial statements are
regarded sufficient in formulating their
decisions about a company, although
may be they do not rely on them when
making their investment decisions.
The investors also revealed that the
corporate financial reports are useful
in making informed decisions about
companies and assist in evaluating corpporate performance. The information
users, however, indicate that current
information published by Palestinian
companies is insufficient to assess risk,
21
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estimate corporate performance and
comparison.
Respondents attached a high degree of
importance to all disclosure items exppected to be reported in the financial
reports under the IAS, and the PSE discclosure requirements, with more empphasis placed on performance items.
They also viewed the list of voluntary
disclosure items presented in the questtionnaire as being important. A high
degree of importance was attached to
disclosure items such as earnings per
share and investments opportunities,
and performance.
What can be drawn from this study is
that all information users tend to find
information items disclosed in financial
reports useful for their investment deccision-making process, despite its low
quality. In addition, the most important
items were found in the profit and loss
account, balance sheet, and cash flow
statement.
This suggests that the Accounting
Standards and CMA regulating standaards could therefore be providing econnomic benefits by encouraging listed
companies to provide more quality,
relevance, and timeliness of informattion to the capital markets. Another
conclusion that is drawn from the ressults is that information users consider
the importance of information in some
parts of the financial report differently
depending on qualification and experieences.
Generally speaking, the corporate discclosure process is controversial. Many
parties affect, and are affected by, this
process. Therefore, continuous ressearch efforts are needed to enhance

304

such a process. A natural extension to
this study would be an exploration of
the specific informational needs of the
external users of corporate information.
Further research effort could be carried
to examine current corporate reportiing practice and whether such practice
meets the users demand.
6. Conclusions and
Recommendations
The main conclusions were summarrized as follows:
• Judged by the expressed needs of useers, the overall level of disclosure by
Palestinian companies was found to be
little, poor in availability and quality.
• There are no significant differences
between our results and other results in
the region about the perceived usefulnness of financial items that have been
disclosed.
• The information user groups had simillar overall needs, although a number of
significant differences at the level of
individual items and pairings of groups
are identified.
• There is a significant difference bettween the kind of information perceived
and the user’s qualifications, and experrience.
• Full continuous voluntary disclosure
all pertinent and material of informattion is required for investors to evaluate
securities efficiency. Especially there is
a weakness of investment and analysis
culture. Market rumors and adages are
taken into consideration while taking
investment decisions.
• In particular, relevant information
was not sufficient, as companies did
not comply with information quality
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requirements in their reports, beside the
problem of reliability and timeliness of
information. Investors rely on the markket rumors leading to a lag in informattion being impounded into prices; (AlFayoumi 2003). There were restrictions
on the repatriation of capital, which
may have deterred foreign participattion, thus, contributing to illiquidity and
low volume of trading. Moreover, there
were no restrictions on insider trading
which affects the market confidence
and perceived risk of the market.
• The Palestinian Capital Market Autthority (PCMA) could take in consideraation, the disclosure matter, particularly
the information availability, quality esppecially timeliness, the company’s obliggation to keep up with, and the Corporrate Governance issue, while regulating
and controlling the market as a private
sector.

6.1

Recommendations

Now, the question may arise: What can
be done to enhance the efficiency of the
PSE and to ensure its contribution to the
development of the Palestinian econommy? There are a series of policy actions
that could improve the role of the PSE
and improve its efficiency. However,
these actions might not be as effective
as hoped for as far as the political and
economic instability continues to prevvail in the Palestinian Territories.
Recommended actions can be classified
under these headings: (1) for disclosure
to be meaningful, it should be timely,
relevant and reliable. This will enhance
Published by Arab Journals Platform, 2020
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investor’s decisions efficiency, protect
them from detrimental insider informattion, and decrease the effect of market
rumors. This leads to increasing the
overall market confidence. (2) Improviing disclosure and corporate governance
requirements by the Capital Market
Authority, and enforcing compliance of
listed companies with these requiremments. (3) Improving investment cultture and overall analyzing process for
traders and brokers, via education trainiing and public awareness. (4) Capital
Market Authority must accelerate the
process of issuing by-laws and regulattions that are necessary to organize and
monitor the activities of the market as
well as the financial intermediaries and
companies listed in (5) Further Studies
concerning levels of quantity and qualiity of disclosure in practice, corporate
governance, and insider information.
This study points to a number of areas
are for further research such as:
*Cultural aspect is an important factor
that could influence voluntary disclossure which leads to influencing the invvestment decision. This was examined
by others, but the researcher encouraages experts to carry further investigattions on this factor.
*Other variables may influence investmment decisions such as non-financial
information that has not be taken in
this research . The researcher strongly
recommends to take financial as well
as non-financial information in future
studies.
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